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SUB J : THE JANATA GOVERNMENT-NEW ECONOMIC POLICIES 
REF: A. NEW DELHI 3940; B. NEW DELHI 4576 

1 . SUMMARY: THE ECONOMIC POLICIES THE NEW JANATA GOVERN- 
MENT INTENDS TO FOLLOW WILL NOT BECOME APPARENT UNTIL THE 
BUDGET DEBATES BEGIN IN THE LOK SABHA IN MAY. THERE 

IS A GENERAL BELIEF THAT MANY ECONOMIC CONTROLS WILL BE 
LIFTED AND THAT THE PRIVATE SECTOR WILL BE GIVEN MORE 
FAVORABLE TREATMENT. THERE IS WIDE DISPARITY IN THE 
ECONOMIC VIEWS OF THE POLITICAL LEADERSHIP GROUP, HOWEVER. 
AND THE PROBLEMS AND COMPLEXITIES OF THE ECONOMIC ISSUES 
FACING THEM ARE CONSIDERABLE. IT IS MORE LIKELY THAT 
WHATEVER CHANGE IN ECONOMIC POLICY TAKES PLACE WILL BE 
GRADUAL AND CURRENT LONG TERM ECONOMIC STRATEGIES WILL NOT 
SOON SHOW MAJOR CHANGE. END SUMMARY 

2. REF (A) OUTLINES ECONOMIC OBJECTIVES AS ANNOUNCED 
IN THE JANATA MANIFESTO. IN LINE WITH THIS, IN THE "VOTE 
ON ACCOUNT" (CONTINUING RESOLUTION) DEBATE IN THE LOK 
SABHA THIS PAST WEEK, (REF B) MR H M PATEL, THE NEW MINI- 
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STER OF FINANCE, SAID THAT THE FOUR MAJOR PROBLEMS FACING 
INDIA WERE (A) RISING PRICES, (B) CONTROLLING GROWTH IN 
THE MONEY SUPPLY, (C) REDUCTION OF UNEMPLOYMENT, AND 
(D) ELIMINATION OF POVERTY. ACCORDINGLY, HE SAID, THE 
GOVERNMENT'S GOAL WOULD BE TO HAVE DECENTRALIZED AND 
AGRO-BASED DEVELOPMENT WHICH ALONE COULD SOLVE THE PROBLEM 
OF UNEMPLOYMENT AND POVERTY IN INDIA. 
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3. THE NEW MINISTER OF INDUSTRY, MR DRIJ LAL VARMA, 

ANNOUNCED THREE MAJOR PLANS FOR THE NEW INDUSTRIAL DEVEL- 
OPMENT POLICY AS: (A) ALL CONSUMER INDUSTRIES SHALL BE 

IN THE PRIVATE SECTOR AND SHALL BE FURTHR DISPERSED IN THE 
SMALL-SCALE SECTOR, (B) ALL MAJOR MANUFACTURING INDUS- 
TRIES WILL BE IN THE HEAVY INDUSTRIAL SECTOR (GENERALLY 
IN THE PUBLIC SECTOR), AND (C) FUNDAMENTAL STRATEGY OF 
INDUSTRIAL DEVELOPMENT SHALL BE DECENTRALIZATION, USE 
OF INDIGENOUS MATERIALS, AND EXTENSIVE UTILIZATION OF THE 
AVAILABLE LABOR POTENTIAL. HE INDICATED ASSISTANCE 
WOULD BE PROVIDED TO THE PRIVATE SECTOR FOR INDUSTRIALI- 
ZATION AND IMPORT SUBSTITUTION, AND THAT GOVERNMENT WILL 
BE MORE DISCREET IN RESPECT TO NATIONALIZATION. HOWEVER, 

HE LATER WITHDREW THIS WHOLE STATEMENT OF POLICY AS BEING 
"PREMATURE". BIJU PATNAIK, MINISTER OF STEEL AND MINES, 

ON THE OTHER HAND, TALKED OF MORE EXPORT-ORIENTED STEEL 
MILLS, WHILE OTHER PRESS REPORTS SPECULATED THAT THE 
PUBLIC SECTOR WOULD BE CONFINED TO A SUPPLEMENTARY ROLE IN 
INDUSTRIAL GROWTH. 

4. ALL OF THESE EXPECTATIONS MAY BE CONSIDERABLY TEMPERED 
AS THE DESAI GOVERNMENT BEGINS IN EARNEST TO FACE THE 
PROBLEMS OF THE IMMEDIATE FUTURE. THE CRITICAL FACTOR- 
WEATHER-AFTER TWO GOOD YEARS, MAY TURN SOUR. DEMANDS 

BY LABOR FOR HIGHER WAGES CANNOT CONTINUE TO BE SUPPRESSED 
BY A GOVERNMENT THAT IS DISMANTLING THE EMERGENCY POWER 
TO DO SO; PRESSURES ON PRICES WILL CONTINUE, AND UNEMPLOY- 
MENT WILL REMAIN A MAJOR PROBLEM FOR YEARS TO COME. SOME 
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MEASURE OF RELIEF WILL BE INHERITED, HOWEVER, BY ALMOST 
20 MILLION TONS OF FOODGRAIN BUFFER STOCK AND SOME $3.4 
BILLION IN FOREIGN EXCHANGE RESERVES. DOMESTIC OIL AND 
FERTILIZER PRODUCTION SHOULD CONTINUE TO GROW, EXPORTS 
WILL EXPAND, AND, WITH LUCK, THE IMPROVED COMMUNICATIONS 
SYSTEM (ESPECIALLY THE RAILWAYS) SHOULD CONTINUE TO 
OPERATE EFFICIENTLY. 

5. BOTH THE PRIME MINISTER, AND THE NEW FINANCE MINISTER, 

ARE WIDELY BELIEVED TO FAVOR A REDUCTION IN THE INDIA'S 
PERVASIVE NETWORK OF ECONOMIC CONTROLS. UNLIKE THE GANDHI 
GOVERNMENT, WHICH PLACED GREATER EMPHASIS ON PUBLIC SECTOR 
INDUSTRIAL DEVELOPMENT AND HAD THE OBJECTIVE OF HAVING 
THE PUBLIC SECTOR OCCUPY "THE COMMANDING HEIGHTS" OF INDUS- 
TRY, THE NEW GOVERNMENT SEEMS TO WANT TO GIVE GREATER 
SCOPE TO PRIVATE SECTOR DEVELOPMENT. THIS DOES NOT MEAN, 
HOWEVR, THAT THE CONCEPT OF A MIXED ECONOMY FOLLOWED BY 
THE PREVIOUS ADMINISTRATION WOULD NOW BECOME INVALID. 
BUSINESSMEN TO WHOM WE HAVE TALKED HAVE HIGH EXPECTA- 
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TIONS THAT THE NEW GOVERNMENT WILL PERMIT THEM MUCH MORE 
FLEXIBILITY IN RUNNING THEIR BUSINESSES. 

6. SENIOR CIVIL SERVANTSWE HAVE TALKED TO SHARE THE 
BELIEF THAT THE NEW GOVERNMENT FAVORS A REDUCTION IN ECON- 
OMIC CONTROLS, AND WILL PLACE MORE EMPHASIS ON PRIVATE 
SECTOR DEVELOPMENT. THEY POINT OUT, HOWEVER, THAT THE NEW 
ADMINISTRATION HAS YET TO COPE WITH THE COMPLEXITIES OF 
THE ECONOMIC ISSUES FACING THEM. THE LIMITS OF INDIA'S 
HUMAN RESOURCES (NOT IN NUMBERS BUT IN ALENT), LIMITS ON 
AVAILABLE CAPITAL, AND THE FOUNDATIONS OF A DEVELOPMENT 
STRATEGY THAT HAS ALREADY BEEN LAID, WILL CONSTRAIN THE 
NEW PRIORITIES THE JANATA GOVERNMENT WULD LIKE TO SET. 

DURING APRIL AND EARLY MAY, WHEN THE LOK SAB HA WILL NOT BE 
IN SESSION, ACCORDING TO ONE MINISTRY OF COMMRCE OFXTCIAL, 

TIN NEW GOVERNMENT WILL BE WRESTLING WITH THE PROBLEMS OF 
TRANSLATING THEIR OBJECTIVES INTO WORKABLE PRIORITIES FOR 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 04 NEW DE 04840 051803Z 

THE NEW BUDGET. THIS, AND TO SOME EXTENT THE NEW IMPORT 
POLICY, SHOULD PERMIT US TO SEE MORE CLEARLY THE EXTENT OF 
CHANG THAT CAN ACTUALLY BE ANTICIPATED. 

7. RUMORS ARE RIFE AMONG GOVERNMENT OFFICIALS ABOUT THE 
PEOPLE THAT MAY BE BROUGHT INTO GOVERNMENT AND ON POSSIBLE 
REORGANIZATION OF MINISTRIES. IN PARTICULAR I G PATEL, 
PRESENTLY DEPUTY ADMINISTRATOR, UNDP, WHO IS EXPECTED BACK 
IN INDIA IN A FEW DAYS, HAS BEEN RUMORED TO BE SLATED FOR 
(1)A SPECIAL HIGH RANKING APPOINTMENT, (2) HEAD OF THE 
PLANNING COMMISSION, AND (3) HEAD OF A NEW COUNCIL OF ECON- 
OMIC ADVISORS, OR (R) CHAIRMAN OF THE RESERVE BANK. 

THERE ARE ALSO RUMORS THAT BOTH THE COMMERCE AND FINANCE 
MINISISTRIES WILL BE SUBSTANTIALLY REORGANIZED, THAT 
THE PLANNING COMMISSION WILL EITHER BE REINVIGORATED OR 
ABOLISHED, OR ABSORBED BY SOME OTHER GOVERNMENT AGENCY, 
AND THAT THE RESERVE BANK WILL REGAIN ANTONOMY IN ITS ROLE 
AS A CENTRAL BANK. 

8. SHOULD SOME OF THESE MATERIALIZE, IT COULD BE STRONG 
EVIDENCE THAT THE JANATA GOVERNMENT IS INDEED INTENT ON 
MMAKING SUBSTANTIAL CHANGES IN ECONOMIC MANAGEMENT. GIVEN 
THE WIDE DISPARITY IN THE PHILOSPHY OF THE MEMBERS OF THE 
JANATA CABINET, AS EVIDENCED BY THE DIFFERENCE IN SOME 

OF THEIR PUBLIC STATEMENTS, AND THE ENORMITY AND THE COM- 
PLEXITIES OF THE PROBLEMS FACING THEM, IT IS MORE LIKELY 
THAT WHATEVER CHANGE IN ECONOMIC POLICY TAKES PLACE WILL 
BE GRADUAL AND CURRENT LONG TERM ECONOMIC STRATEGIES 
WILL NOT SOON SHOW MAJOR CHANGE. 

SCHNEIDER 
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